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Abstract 
 
Auditing is often cited as playing an important role in managing agency-related costs and, 
accordingly, being integral to the sound functioning of capital markets. There may, however, be 
more to the attest function than simply a technical rational practice. By virtue of relying heavily 
on claims to technical expertise, professionalism, prudential judgement and public confidence 
auditing is both a source of legitimacy for organisations while, paradoxically, dependent on 
claims to legitimacy for its own continued existence.  From this perspective, recent regulatory 
developments purportedly enacted to increase arms length control over the profession may not 
only be about improving perceived audit quality and practice but also about ensuring continued 
faith in the well-established ‘rituals’ of the assurance function. A reporting duty imposed on 
South African external auditors, akin to whistle-blowing, is used as a case study to explore this 
perspective.  In doing so, this paper contributes to the scant body of interpretive research on 
auditing simultaneously offering one of the first insights into auditing regulation form an African 
perspective.  
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1: Introductioni  
 
Accounting has frequently been portrayed as a neutral means of collecting, analysing and reporting 
information to economic ends (Carruthers, 1995; Hopwood, 1987; Chandler et al, 1993). Similarly, 
auditing has been cast as part of the corporate governance machinery providing assurance on the 
fair presentation of financial statements to facilitate the sound functioning of capital markets 
(consider Watts and Zimmerman, 1983; Jensen and Meckling, 1976; Dart, 2011). As an integral part 
of the organisational landscape (see Peecher et al, 2007; Powell, 2010; Powell, 2007; Hopwood, 
1987), accounting and auditing - and how these practices change over time – cannot, however, be 
ascribed solely to the drive for efficiency or profitability (see Baker and Owsen, 2002; Nel, 2001; 
Chandler et al, 1993; Hill and Jones, 1992; Burchell et al, 1980). To at least some extent, powerful 
institutional or social forces are also at work (Pentland, 1993; Pentland, 2000; Power, 1997).  
 
Miller and O’leary (1987), Cowton and Dopson (2002) and Hopper and Macintosh (1993), for 
instance, provide an analysis of managerial accounting under a Foucauldian lens to illuminate a 
motif of disciplinary power at work in modern organisations. More broadly Carruthers (1995) posits 
that a political, social and intuitional forces underpin accounting in general, contrary to the economic 
focus of mainstream research. Fogarty (1992) and Hopwood (1987) provide comparable accounts.  
 
When it comes to auditing, Power (2003) argues that the professional service is a largely socially 
constructed practice that is, paradoxically, both a source and in need of legitimacy (see also 
O'Dwyer et al, 2011; Unerman and O'Dwyer, 2004). Similarly, Humphrey and Moizer (1990) assert 
that, in addition to its ‘techno-rational’ purpose, auditing (specifically audit planning) serves an 
important ideological and marketing function. MacLullich (2003), using Foucault’s ‘technologies of 
the self’ questions if the change to a risk-based form of audit can be explained, not only by a quest 
for more efficient and effective audit practice, but as powerful means of perception management  
designed to perpetuate belief in auditing ‘rituals’ (see also Power, 1994; Power, 1995; Pentland, 
2000). By analogy, recent regulatory developments may have a similar institutional motif, 
contributing not only directly to audit quality (see, for exampleCullinan et al, 2012; DeFond and 
Lennox, 2011) but to the processes and techniques by which auditing preserves its claims to being a 
rational and legitimate part of capital markets.  
 
Most of the work on auditing to date, particularly on audit quality and regulation, has, however, a 
strong positive focus (examples include Vakkur et al, 2010; Francis et al, 2005; Lesage and 
Wechtler, 2012). Despite the efforts of, inter alia, Power, Unerman, O’Dwyer and Humphrey, there is 
lack of critical or interpretive auditing research (Power, 2003; Khalifa et al, 2007; Humphrey, 2008). 
The result is that, relatively little remains known about the attest function, including regulation of the 
audit profession, beyond the narrow constructs of economic theory (Power, 2003; Humphrey, 2008)
ii
.  
 
The aim of this research is, therefore, to provide an exploratory analysis of the role of external 
regulation of the profession under an institutional lens. Detailed interviews are used to provide a rich 
account of how external regulation may contribute to the perceived legitimacy of existing ‘audit 
rituals’ (Power, 1994). For this purpose,  a duty to bring ‘reportable irregularities’ (RIs) to the 
attention of the Independent Regulatory Board for Auditors (IRBA) in South Africa (the RI provisions) 
is used as a case study. This duty, which may be loosely characterised as whistle-blowing, is in 
addition to the requirement to express an opinion on a client’s financial statementsiii (International 
Auditing and Assurance Standards Board [IAASB], 2009a; IAASB, 2009b).  
 
The research considers how detailed RI provisions enshrined in statue may be interconnected with 
socially constructed ‘ideals’ of auditing and audit quality, and hence a source of pragmatic, moral or 
cognitive legitimacy (see Suchman, 1995). In doing so, the research provides an alternate 
perspective on the role of external regulation, simultaneously addressing the calls of Power (2003) 
and Humphrey (2008) for more field-work type studies into auditing practice. The research is also, 
possibly, one of the first interpretive study using the lens of intuitionalism to examine audit regulation 
from an African perspective (see Brennan and Solomon, 2008). 
  
The remainder of this paper is organised as follows. Section 2 discusses legitimacy theory in brief 
and uses it to explain the shift from self to arms-length regulation of the audit profession in general. 
Section 3 elaborates on the method. Section 4 highlights how a relatively unique reporting duty 
imposed on the South African external auditor (Nel, 2001) may be an important source of legitimacy 
for the South African Audit Profession. Section 5 concludes.   
 
 
 
 
 
 
 
 
 
2: Theoretical perspectives on legitimisation of external audit 
 
Legitimacy may be described as:  
‘a generalized perception or assumption that the actions of an entity are desirable, proper, or 
appropriate within some socially constructed system of norms, values, beliefs and definitions’ 
(Suchman, 1995, p. 574) . 
It is a subjective concept, interconnected with institutionalisation (Suchman, 1995; DiMaggio and 
Powell, 1983) and influenced by cultural and social variables including past experiences and how 
these are interpreted (Georgiou and Jack, 2011; Unerman and O'Dwyer, 2004; Power, 1995; 
Suchman, 1995; Llewelyn, 1996; Fogarty, 1992). The prior research identifies three ‘sub-sets’ of 
legitimacy.  
Pragmatic legitimacy is rooted in an organisation’s policies being perceived as valuable by 
constituents (exchange legitimacy) or responsive to their interests (influence legitimacy) (Suchman, 
1995; Fligstein and Feeland, 1995; Meyer and Rowan, 1977; Georgiou and Jack, 2011; Ashforth and 
Gibbs, 1990; Fogarty, 1992).  To some extent, organisations may also achieve dispositional 
legitimacy by being personified as ‘moral’, ‘trustworthy’ or ‘socially responsible’ (Suchman, 1995; 
2010). Pragmatic legitimacy is, however, based largely on ‘self-regarding utility calculations’ 
(Suchman, 1995, p. 585) and can often be won by using tangible rewards.  
 
In contrast, moral legitimacy transcends self-interest and emanates from being well placed within 
socially constructed value systems. Organisations are judged according to their accomplishments  
(consequential legitimacy); whether they are located in socially desirable sectors (structural 
legitimacy) and according to how they achieve their objectives (procedural legitimacy) (Suchman, 
1995; Meyer and Rowan, 1977; Molm, 1986; Goldhamer and Shils, 1939; Abbott, 1981).   
 
Finally, an organisation may be accepted as valuable or trustworthy on the basis of generally 
accepted belief, or ‘taken-for-grantedness’ (DiMaggio and Powell, 1983; Powell, 2007; Suchman, 
1995; Meyer and Rowan, 1977). If an organisation’s purpose is understood within a societal  context, 
assumed comprehensibility affords legitimacy, especially when  organisational accounts ‘mesh both 
with larger belief systems and with experienced reality of the audience’s daily life’ (Suchman, 1995, 
p. 582; DiMaggio and Powell, 1983; Abbott, 1981).  
 
 
 
Legitimacy theory, external audit and arms-length regulation of the audit profession 
Power (2003, p. 379) notes that:  ‘accounting systems, in their broadest sense, function often more 
to legitimate individual and organizational behaviour than to support efficient and rational decision 
making’. This sentiment echoes the theorisations of Meyer and Rowan (1977): that the emergence 
and development of organisations and institutions may be attributed, not only to economic rationality, 
but to a complex process whereby formal rational or institutional structures are used to afford a 
sense of credibility or legitimacy. From the perspective of the audit profession the same applies. 
Iinstitutionalisation of audit practice becomes a powerful source of legitimacy for the independent 
attest function (Pentland, 2000; Power, 1997; Power, 1994).  
By standardising accounting practice (IAASB, 2009d; Power, 2003; Power, 1995); codifying informal 
procedures (IAASB, 2009c; Power, 1995; Hopwood, 1987);becoming a repository of technical 
expertise (Power, 1994; Humphrey and Moizer, 1990); appealing to the ideal of serving the public 
interest by attesting to the fair presentation of financial statements (IAASB, 2009a; Watts and 
Zimmerman, 1983; Power, 1994; Mosso, 2003); encouraging the recruitment of cosmopolitan 
workers (Chandler et al, 1993; Edwards, 2001; Burchell et al, 1980); and establishing a formal 
autonomous role for accounting and auditing (Burchell et al, 1980; Hopwood, 1987; Cooper and 
Robson, 2006) professionalization of accounting and auditing systems entrenched motions of 
pragmatic and moral legitimacy.  At the extreme, these professionals came to be seen as a class of 
‘gentlemen’, highly skilled and beyond reproach (Edwards, 2001; Zeff, 2003a; Wyatt, 2004), possibly 
signalling the achievement of cognitive legitimacy (consider: Power, 1994; Humphrey and Moizer, 
1990). The result is that a modern capital market without an independent external audit function has 
become almost unimaginable (see Power, 2003; Power, 1994; King-III, 2009; Solomon, 2010).  
Legitimacy is not, however, static (Power, 2003; Suchman, 1995; Rodrigues and Craig, 2007). The 
accounting profession like any other, is build on the trust vested in it by society (Unerman and 
O'Dwyer, 2004; O'Dwyer et al, 2011; Power, 2003; South African Institute of Chartered Accountants 
[SAICA], 2012) and as such, seeks to preserve its claims to legitimacy to ensure continued 
existence. In this respect, a self-regulatory approach has proved instrumental in reassuring 
constituents of the credibility of the external audit process (see Zeff, 2003a; Shaked and Sutton, 
1981; Edwards, 2001). Peer reviews to ensure high quality audit engagements (see Carcello et al, 
2011; Malsch and Gendron, 2011);  the development of codes of conduct (examples include SAICA, 
2012; International Federation of Accountants [IFAC] 2006); controlling entry to the profession 
through formal examinations (Low et al, 2008) and continuous revision of technical standards (for 
examples see Financial Reporting Council [FRC], 2011; IAASB, 2012; Barth, 2008; International 
Accounting Standards Board [IASB] 2009) are examples of the largely self-regulatory measures that 
have, historically, been integral to maintaining the legitimacy of the audit and accounting profession.  
Under a banner of self-regulation, a legitimacy reserve (see also Ashforth and Gibbs, 1990; 
Edwards, 2001; Suchman, 1995) has resulted meaning that isolated issues have not lead to a 
material threat to the profession’s standing. Faced with a corporate failure, the profession has been 
able to create an effective ‘firewall’ between challenges to previously won legitimacy and the 
ongoing ‘essence’ of the institution (see Suchman, 1995; Zucker, 1986). For example, assumed 
deficiencies have been successfully ascribed to a misunderstanding of the scope of external audit by 
constituents and responded to with calls for educating users about the nature and purpose of the 
attest function (Gold et al, 2012; Sikka et al, 1992; Fogarty et al, 1991). In other instances, the 
profession has reviewed its independence protocols (Wines, 2012; European Commission, 2010; 
Dart, 2011), bolstered quality review processes (FRC, 2010; FRC, 2008; Nel, 2001; Carcello et al, 
2011) and revised professional standards (see Byington and Sutton, 1991; IAASB, 2012) with an 
aim to demonstrating its commitment to high quality audit practice and preserving its legitimacy.  
Repeated failures and corporate scandals can, however, begin to ‘deplete’ an institution’s legitimacy 
reserve (see Suchman, 1995). They signal to users that automatic or taken-for-granted belief in the 
sound functioning of the audit system may be unfounded (Unerman and O'Dwyer, 2004; Wines, 
2012). Unerman and O’Dwyer (2004), for example, exploring the demise of Arthur Anderson, argue 
that the collapse of Enron lead to a widespread withdraw of trust from the expert system, with the 
result that a corporate scandal - initially limited to only a single organisation and its auditor - soon 
had implications for the legitimacy of audit profession (and its self regulation franchise) on a global 
level.  
Mounting cynicism lead to self-regulatory efforts following the demise of Enron becoming 
increasingly ineffective (see Mosso, 2003; Zeff, 2003b; Bazerman and Moore, 2011). Unerman and 
O ‘Dwyer (2004) describe how non-expert users of audit reports develop a new-found appreciation 
for the fallibility of external audit and limitations of the profession’s review and quality controls 
processes. Pesqueux (2005) provides a critical perspective of corporate governance systems 
whereby self-regulation may be seen as mere symbol used to conjure up procedural legitimacy but 
lacking in substance (see also Fuerman, 2004; Edwards, 2001).  More critical still,  the profession 
may be seen as exerting economic and political power in pursuit of self-gain with little regard for its 
stated objective of serving the public interest (consider Baldvinsdottir et al, 2009; Low et al, 2008; 
Marnet, 2007; Pesqueux, 2005; Zeff, 2003a; Power, 1994)
iv
.  
Accordingly, the efforts of the profession alone to respond to various corporate failures, and more 
recently the global financial crises, are not enough (Carcello et al, 2011; Bayou et al, 2011; Cagnin 
et al, 2011; Odendaal and De Jager, 2008; Riotto, 2008; Unerman and O'Dwyer, 2004).. 
Delegitimized structures are, therefore, ‘quarantined’ and monitors put in place by independent 
regulators to prevent subsequent failures (Suchman, 1995).  The promulgation of SOX, with 
mandatory audit quality provisions (Riotto, 2008; Sy and Tinker, 2008; Bronson et al, 2011; Cullinan 
et al, 2012); formation of the PCAOB (Mosso, 2003; Kaplan and Williams, 2012), revocation of 
Author Anderson’s license (Unerman and O'Dwyer, 2004); and calls for separation of non-assurance 
practice from existing audit firms (Wines, 2012; Bazerman and Moore, 2011; European Commission, 
2010) serve as examples. In summary, in the USA, UK, France, Italy, Austria, Canada, Germany, 
Australia and New Zealand, governments and regulatory bodies are responding to a perceived crisis 
of legitimacy in the audit profession by moving away from a system of self-regulation to one where 
audit practice is increasingly subject to exogenous control (Bronson et al, 2011; European 
Commission, 2010; Canada et al, 2008; Laughlin, 2007; Nel, 2001; Konar et al, 2003; Kaplan and 
Williams, 2012).   
South Africa’s reportable irregularity provisions 
South Africa was not insulated from a host of domestic and international corporate scandals. The 
Minister of Finance (Manuel, 2002) noted:  
‘The issue of corporate governance and in particular the role of the auditing firms has once again 
dominated the headlines. The Enron debacle has brought into sharp relief a number of key issues - 
weak or non-existent governance structures...ineffective auditing, independence of auditors and 
conflicts of interest arising from inadequate separation between auditing and consultancy. Closer to 
home a number of corporate failures...have raised a similar set of issues’  
In this context several reforms were introduced similar to those seen under SOX (Konar et al, 2003; 
Maroun, 2012; Maroun and Segal, 2011). For example the Public Accountants’ and Auditors’ Board 
(PAAB) had been responsible for, inter alia, the review of audit engagements for compliance with 
professional auditing standards since promulgation of the Public Accountants’ and Auditors’ Act 
(1951) (PAAA) in 1950s. Due to concerns over a lack of independence (see also Church and 
Shefchik, 2011) the body was replaced by the IRBA when the PAAA was superseded by the 
Auditing Profession Act (2005) (APA) in 2005 (Konar et al, 2003; Negash et al, 2003). To further 
signal a mover away from the traditional model of self-regulation (Odendaal and De Jager, 2008), 
amendments were proposed to company law that would address, inter alia,  the matter of auditor 
rotation and the need for mandatory appointment of audit firms by audit committees rather than 
directly by a client’s management body (Companies Act, 2008). Of particular relevance for the 
purpose of this research was the entrenchment of what may be loosely described as a whistle-
blowing duty for the South African external auditor
v
.  
The PAAA is the genesis of the South African auditor’s mandatory duty to bring certain 
transgressions, then ‘material irregularities’ (MIs) to the attention of the PAAB (s20(5) of the PAAA, 
1951; PAAB, 2003; Dunn et al, 1989).  This act provided that:  
‘If any person acting in the capacity of auditor to any undertaking is satisfied or has reason to believe 
that in the conduct of the affairs of such undertaking a material irregularity [MI] has taken place or is 
taking place which has caused or is likely to cause financial loss to the undertaking or to any of its 
members or creditors, he shall forthwith dispatch a report in writing to the person in charge of that 
undertaking giving particulars of the irregularity.…’ (s20(5)a of the PAAA). 
Having issued the initial report,  
‘[unless] within 30 days after an auditor has dispatched such a report, he has been satisfied that no 
such irregularity has taken place or is taking place or that adequate steps have been taken for the 
recovery of any such loss so caused or for the prevention of any such loss likely to be so caused, he 
shall forthwith furnish the [PAAB] with copies of the report and of any acknowledgement of receipt 
thereof and reply thereto and such other particulars as he may deem fit’ (s20(5)b of the PAAA). 
In 2001, the Commission of Inquiry into the Affairs of the Masterbond Group and Investor Protection 
in South Africa (Nel, 2001), proposed a number of refinements to this whistle-blowing duty. In 2005 
s45 of the APA replaced s 20(5) of the PAAA.  Auditors would now be required to inform the IRBA of 
‘reportable irregularities’ (RIs) (s1 and s45  of the APA, 2005).  
Briefly, any ‘unlawful act or omission’ by a person responsible for a client’s management  (s1 of the 
APA, 2005) (its management board) which has caused or is likely to cause material financial loss to 
different stakeholders; amounts to a material breach of fiduciary duty; or is an act of theft or fraud, 
must be reported ‘without delay’ to the IRBA (s45 of the APA, 2005; IRBA, 2006). Like the PAAB, the 
IRBA is empowered to inform appropriate regulators of the respective irregularity (IRBA, 2006; 
PAAB, 2003). The reporting duty under s45 of the APA is largely consistent with that under the 
repealed s20(5) of the PAAA (Wielligh, 2006; Gawith, 2006; PwC, 2006). Three important 
differences expanding the scope of the reporting duty should, however, be noted.  
Firstly, the auditor suspecting a MI was required to initially notify the client. It was only, within 30 
days after informing the client, that the PAAB was notified of the irregularity and then only if the client 
had not responded appropriately to the respective transgression (PAAB, 2003; Dunn et al, 1989). 
Fearing that auditors’ professional judgment could lead to inconsistent application of the whistle-
blowing duty, or that auditors and clients would use the 30 day period to circumvent the need for the 
reporting, the 30 day window period was dispensed with in favour of reporting ‘without delay’ (Nel, 
2001; Gawith, 2006; Wielligh, 2006). Therefore, within three days of the IRBA being informed (and 
not before) the auditor must notify the client of the suspected RI and afford the management board a 
reasonable opportunity to discuss the first report with the auditor (s45(2) of the APA, 2005). In 
addition, a second report sent to the IRBA - 30 days after the first report - is now more informative, 
divulging that either: no RI occurred; an RI did occur but has been remedied; or that the RI is 
continuing (IRBA, 2006).  
Secondly, it was resolved that any act of theft or fraud involving those responsible for the 
management of the client, irrespective of perceived materiality, would be reported to the IRBA (PwC, 
2006; IRBA, 2006). This was despite the possibility of proliferation of clearly trivial reporting (SAICA, 
2001 cited in Nel, 2001; Wielligh, 2006) which the legislature felt would be outweighed by the added 
benefit of more frequent whistle-blowing (Nel, 2001). Similarly, while breaches of fiduciary duty and 
acts or omissions leading to financial loss would continue to be reportable only if material, these 
losses or breaches need not only be suffered by ‘members or creditors’ of the audit client to be 
reportable (s20(5) of the PAAA). The effects on a ‘partner, member, shareholder, creditor or investor’ 
would now also have to be considered (s1 of the APA) thereby further broadening the reporting duty 
(see: Wielligh, 2006; PwC, 2006; IRBA, 2006). Finally, s20(5) of the PAAA usually applied only in 
cases where the auditor was acting in the capacity of an auditor to any undertaking (PAAB, 2003). 
Under s45 of the APA, this is not necessarily the case with the result that more frequent whistle-
blowing may occur (IRBA, 2006).   
In this way, the APA marked the entrenchment and widening of the auditor’s whistle-blowing duty 
(Nel, 2001; Wielligh, 2006 SAICA, 2001 cited in Nel, 2001). The South African Government feared 
that the historically low volume of MIs being reported to the PAAB were indicative of ineffective 
whistle-blowing policies that could be enhanced if the reporting duty was broader (Manuel, 2002; 
Nel, 2001). It would then be left to an independent regulator to conclude on whether or not the 
irregularity ought to be brought to the attention of the relevant third parties, rather than leaving this 
decision in the hands of the individual auditor (Nel, 2001). As such, it was hoped that s45 of the APA 
would improve the quality of reporting by auditors; enhance a sense of transparency and 
accountability; and ultimately contribute to the standing of the South African Audit Profession (see 
also Negash, 2004; Negash et al, 2003; Konar et al, 2003).  
 
3: Method 
Studies examining the relationship between auditing and social constructs of legitimacy are 
scare (Power, 2003; Humphrey, 2008). For this reason a qualitative approach using detailed 
interviews grounded in an interpretive epistemology is employed. (consider: O'Dwyer et al, 
2011; Brennan and Solomon, 2008).  
Using semi-structured interviews, this research focuses on the perspectives of those who are 
directly involved with audit and have been contributing to the development of audit practice in 
South Africa. Respondents included audit partners from the Big Four, as well as second tier 
audit firms, with at least five years experience in their role as ‘engagement leaders’ (IAASB, 
2009c) (experts). Informed users of audit reports serving at institutional investors, on audit 
committees or at regulatory bodies also participated in the research (users)1. The result is that 
some of the most influential and knowledgeable individuals on the issue of audit practice and 
quality in South Africa were engaged, contributing to the validity and reliability of the findings 
(see also: O'Dwyer et al, 2011; Creswell, 2009).  
Data collection 
Respondents were contacted by telephone or by email. They were invited to participate in the 
research, an interview time was set, and an agenda with several open-ended questions dealing 
with the operation of the RI provisions and the contribution it makes to the perceived legitimacy 
of the audit profession was provided. Thirty interviews of between 45 minutes and three hours 
were conduct in Johannesburg, Cape Town and Pretoria between 1 May 2011 and 1 June 
2012. Prior to this, the agenda was piloted during March 2010 with ten audit managers and 
three academics at one of South Africa’s Big Four audit firms and two leading South African 
universities respectively.  
At the start of each interview, respondents were reminded of the nature and purpose of the 
research and that there were no ‘correct’ or ‘incorrect’ answers. They were assured that the 
research was carried out for academic reasons only and that their responses would be treated 
as strictly confidential. Individual participation consent forms were completed, which included 
granting permission for the recording of interviews. (All interviewees consented with the 
exception of two, where the researcher maintained detailed field notes during the course of the 
interviews.)  
                                                   
1
 The research uses ‘U1-13’ and ‘E1-16’ to identify the user and expert interviewees respectively. 
The interview agenda was used to loosely guide the interviewee. This allowed the interview 
process to be relatively unstructured to ensure detailed discussion while retaining focus on the 
purpose of the research. Questions were, to the extent possible, neutral and non-leading (Creswell, 
2009). At the same time, respondents were, on occasion, asked to explain a particular concept or 
statement in different words or from different perspectives to address ‘script coherent expressions’  
or resolve any ambiguities (Alvesson, 2003). The tone was professional and non-intrusive. 
Although the sequence in which the issues were addressed – as well as the detail provided by 
each respondent – varied, the same themes were covered during each interview and the same 
point was used to commence each interview, namely: a brief discussion on the purpose of the 
RI provisions (adapted from O’Dwyer et al, 2011).  
Data analysis 
Data analysis was by means of a ‘data analysis spiral’ (Leedy and Ormrod, 2001; Rowley, 2012).  
Electronic recordings were transcribed and additional embedded comments added as soon as 
possible after the interview was completed. This included notes on areas for probing either in follow-
up sessions or other interviews (as per O'Dwyer et al, 2011). Recorded interviews were perused to 
gain a sense of the content and initial conceptualising and cataloguing took place using manual 
notes (Leedy and Ormrod, 2001, p. 153).  
Initial notes were contrast and general themes, categories and interconnections were identified and 
aggregated using a ‘data mind map’ (adapted from Leedy and Ormrod, 2001; Holland, 1998a; 
Holland, 1998b; Oakes et al, 1998). Content was organised initially under headings and sub-
headings (axial codes) consistent with each of the ‘subsets’ of legitimacy identified by Suchman 
(1995) and discussed in Section 2. Reclassifications were made as necessary as new information 
emerged from either additional interviews or the literature.  
Defining axial codes afforded as sense of structure and allowed the study to remain focused but did 
not detract from the iterative and exploratory nature of the research. Specific themes and concepts 
emerging during the course of the interview and analysis process drove the development of sub-
categories or open codes. Notes on the different phrases, principles and concepts were made on 
each transcript and used to summarise data. These were numbered and cross-referenced to a ‘code 
register’ or ‘legend’ to allow for easy data analysis. The product was a  ‘summary table’ (O'Dwyer et 
al, 2011) for each transcript which ‘assigned’ the transcript content to ‘pools’, each of which are 
grouped under the axial codes  (adapted from: O'Dwyer et al, 2011; Creswell, 2009; Leedy and 
Ormrod, 2001; Parker and Roffey, 1997; Rowley, 2012).  
Inspired by a grounded theory approach, initial data collection was complemented by follow up 
sessions. Questions were posed either telephonically, by email or during additional interviews 
depending on ease of access, participants’ time restrictions and budgetary limitations. Data 
accumulation and analysis was carried out as discussed above. This approach allowed for 
clarification of points and for respondents to elaborate on key arguments, counterarguments or 
ambiguities emerging during the initial round of interviews.  The researchers sought to gain a sense 
of ‘saturation’ of the topics discussed rather than a measure of consensus and, thus, only a limited 
number of follow-up questions were raised. This is an inherent characteristic of the chosen  
methodology and not a threat to validity and reliability (for example: Creswell, 2009; Quattrone and 
Hopper, 2005). Rather, the approach is inspired by a ‘reflexive pragmatism’ in the sense that, while 
different perspectives are explored, practically, ‘endless reflexivity’ needs to be balanced in the 
name of ‘direction and accomplishment’ (Alvesson, 2003, p. 14).  It should be noted that the findings 
and substance of initial interpretations was not altered by the follow-up sessions (see also: O'Dwyer 
et al, 2011; Ahrens et al, 2008; Ventovuori et al, 2007; Oakes et al, 1998) 
 
4: Discussion  
 
4.1: Pragmatic legitimacy: audit as an example of whistle-blowing 
Experts unanimously agreed that the RI provisions did not change the fundamentals of audit, a 
finding consistent with the fact that the legislation does not impose a duty on auditors to actively 
seek out RIs (see: IRBA, 2006)
vi
. As a result,  
 ‘the fact that you have a duty to report an irregularity does not make audit more or less legitimate 
and so, if you were to delete s45 [of the APA] you would still have the same perceived value’  
(U4).  
Not all users and experts, however, shared this view. Several argued that the RI provisions are an 
important part of the audit reporting framework and, thus, a possible source of legitimacy.  User 2 
explains:  
 ‘The big issue with audit has always been whether or not it adds value. For the big listed 
companies the theoretical argument is that audit does add value because the auditor reports to the 
shareholders on the reliability of the financial statements but...I guess for a lot of people...audit is 
really a grudge purchase. Adding RIs on top of that at least gives [... ] a bit more. I am not sure that 
significant value has been added but [the auditor] has at least added something’ (U2) 
The RI provisions do not impose a duty on the auditor to detect fraud.  What is, however, achieved is 
added ‘depth’ to what is reported (E13), which is interpreted as improving transparency at both the 
client and audit level and being responsive to the larger interests of user-groups (consider also: 
Georgiou and Jack, 2011; Solomon, 2010). As summarised by User 2 and 13: 
‘At the end of the day, shareholders – and I suppose other people as well – have a right to know. If 
you have invested money in a company or are doing business with them or even if you just rely on 
that particular company, you have a right to know if there are any anomalies. That’s one of the 
main themes coming out of the codes of governance and the whole integrated reporting project. 
Now what the RIs are doing is creating a duty on the auditor to do more than just issue a generic 
audit report. The legislature is taking cognizance of the needs of different parties to be made aware 
– through the functioning of the IRBA – of irregularities. So, in that way, s45 [of the APA] is 
basically a type of whistle-blowing platform that is responding to the demands for better audit 
reports and for enhanced transparency and accountability on the part of corproates’  (U13). 
‘Section 45 [of the APA] may not be perfect... [but], there is at least a perception that the auditor 
has a duty to report. What happens to the report once sent to the IRBA, that's a different issue. But 
at least there is a perception that the auditor has a duty to report under the legislation. And it's not 
limited to just financial statements’ (U2). 
What most users, as well as the European Commission (2010a; 2010) and IAASB (2012) highlight is 
the difficultly of demonstrating the value added by audit due to the generic nature of the audit report 
and opaqueness of the audit process (see also: Humphrey and Moizer, 1990; Power, 1994). The RI 
provisions’ legitimising potential may, in this context, be derived from the production of tangible 
reports offering specific details on irregularities that would otherwise not have been in the respective 
regulatory or public domain.    
The whistle-blowing duty found in s45 of the APA, by virtue of its potential to bring transgressions 
into the open, thus, adds tangible value for different stakeholders. The RI provisions effectively 
constitute a type of ‘whistle-blowing’ discourse (E16), that forms part of a broader social milieu 
where almost all respondents pointed to enhanced reporting as a favourable requirement  (see also 
Khalifa et al, 2007).In other words, the whistle-blowing duty reflects  normative values and perceived 
social interests that associates the act of reporting with enhanced transparency and accountability 
(U2; U12; E16), improved financial reporting (E9; E17; U13) and, ultimately, an important source of 
legitimacy.  
Users 1, 2 for example, suggested that RIs could, depending on their nature, be useful for the JSE in 
monitoring compliance with its listing requirements and protecting investors. User 3 and Expert 7 
described how RIs could be used by both the taxation and company regulatory authorities to monitor 
and enforce compliance with respective legislation. More broadly, Nel (2001) makes a general case 
for whistle-blowing by auditors, stressing the benefits that may be realised for society as a whole if 
transgressions are actively reported by auditors, a sentiment echoed by the European Commission 
(2010a; 2010), IAASB(2012) and CESR (2007), all of whom are championing improved reporting 
guidelines for the audit profession (see also Solomon, 2009; IRC, 2011). 
Although some experts highlighted the possibility of the RI provisions leading to over reporting 
because of the duty to report any act of fraud or other defined irregularities ‘without delay’, two 
interesting counterarguments were raised. Firstly, that the legislation favours prompt reporting, and 
that only a fraction of RIs may be highly relevant, was perceived as having confirmatory value and, 
thus, a source of exchange legitimacy. As explained by User 3,  
‘the nature of reports serves to confirm (or at least give the impression) that ‘our systems are 
working, otherwise we would have more RIs being issued’ (U3).  
Secondly,  
‘far better to leave the legislation as is and have a hundred minor issues get reported with just one 
big one than to tone [the reporting duty] down and run the risk that the next significant issue does 
not get reported’ (E16).  
‘If you look at the RIs (the stats) - a lot of it is actually quite trivial.....[The reports] are telling you that 
this or that register is out of date or that something is outstanding’ (U2). ‘Is this a total waste of 
time? I suppose you could argue that it is, but then again, there is method to this. It lets the clients 
know that things get reported, even if otherwise immaterial, and that definitely keeps them on their 
toes. There is no scope for hiding behind materiality to avoid the auditor reporting’ (E16). The result 
is that the current functioning of the RI provisions, ‘almost pushes [audit clients] to do a little bit 
more because they do not want to get themselves in trouble - they don't want a RI to be reported’ 
(U2)  
‘And finally, just remember that because you think something is immaterial does not mean that 
other people will. You set a precedent by doing that and before long, who knows what ends up not 
being reported’ (E17).  
In its current form, ‘the ‘marginal benefits of the legislation are, therefore, probably exceeding the 
marginal costs’ (U2). By erring on the side of side of prudence, and requiring more active whistle-
blowing (E14; E17), the legislation was perceived as adding to a culture of reporting and addressing 
the risk that professional judgment of the auditor could lead to an irregularity, significant from the 
perspective of different stakeholders, not being reported. In other words, the RI provisions were 
perceived by most respondents as taking cognisance of the needs of diverse stakeholder groups, 
each of whom may have different views on the value of what is reported and on what ought to be 
reportable in the first place.  
Following from this, that the RI provisions are formalised added to the sense of exchange and 
influence legitimacy by achieving an ‘ordered’ (E9) and ‘rational’ (U2) approach for discharging the 
whistle-blowing duty. Consistent with the prior literature, for whistle-blowing to be effective and yield 
dividends for stakeholders, clearly defined reporting channels are needed and uncertainty over when 
to report must be addressed (Seifert et al, 2010; Nam and Lemak, 2007; Miceli and Near, 1984; 
Near and Miceli, 1995). According to users, this is achieved by the APA defining ‘irregularities’ and 
prescribing the reporting process, complemented with additional formal guidance made available by 
the IRBA (2006). The result is that users felt that the reporting duty was a bona fide one, allowing the 
auditor to add real value by enhancing the quality of what is reported (U12; U13). The legislation, 
coupled with the IRBA’s (2006) guide on RIs, was cited as providing ‘added certainty on when and 
how to report’ (U12), highlighting that the reporting requirement was ‘capable of practical 
implementation’ and, accordingly, a means of adding to the ‘credibility’ or ‘reporting value’ of the 
audit process (U13).  
What also bolstered users’ favourable impression of the auditor was the ability of the RI provisions to 
serve as an independence safeguard. The prior literature offers several accounts of growing 
concerns about auditors’ independence in both fact and appearance due to, inter alia, economic 
dependence on the client (for examples see Dart, 2011; Wyatt, 2004; Low et al, 2008). As explained:  
‘The reality is that in any business, you've got relationships with your different stakeholders. One of 
those relationships is with your customer. Now...what you try to do all the time... is protect that 
relationship. You need to make sure that that relationship is protected, whatever the cost, right? 
Now, we've got a set of regulations that require us to do something which is quite unnatural in the 
normal business relationship.  In a normal business relationship, where you find that there is 
something which is wrong, you go and speak to the customer and [come up] with some sort of 
agreement and you sort it out. Now this is not the case. However, our job is [to be the] auditors and 
the basis of everything that we do is ethics. So what the legislation has done - is that it's made us 
more aware of what “ethics” means and what it means “to be ethical”’ (E3).  
By creating a duty to report certain client transgressions, s45 of the APA ‘drives home’ the duty of 
the auditor to ‘serve as a watchdog’ (U2) and, coupled with that, the importance of independence of 
fact and appearance (U12).  
Although not all experts shared this view, most agreed that, at the very least, the RI provisions can 
aid in resolving a tension between owing a professional duty of confidentiality to the client (IAASB, 
2009a) and being obliged to serve the public interest by bringing potentially materially transgressions 
into the open (Nel, 2001).  
 ‘In any relationship...between yourself and the client, invariably you are going to get to a point 
where you are in a tight corner. And when you're in that tight corner, you need avenues to get you 
out of there. Almost like an escape hatch. And this legislation might be that escape hatch’  
(E3).  
‘When they found something wrong, [auditors] wanted to know how to report it without effectively 
“ratting out the client”.... when I am obliged to [report] at least I can say I was forced into it. So the 
legislation is a nice "escape valve”’ (U1). 
Just as professional standards become a means of legitimising certain audit processes by allowing 
the auditor to ‘throw the book at the client’ (Humphrey and Moizer, 1990, p. 226), so the RI 
provisions provide a means of justifying reporting a client’s transgressions to third parties. For users, 
this provided further evidence that the reporting duty was a viable one, able to improve the scope 
and value of the audit process and, hence, its pragmatic legitimacy.  
Concurrently, several users felt that necessitating that any act of fraud (as opposed to quantitatively 
material fraud only), be reported ‘without delay’, (see Section 2), addressed the concern that 
heuristics (consider: Owhoso and Weickgenannt, 2009; Ashton, 1992), self interest threats or 
pressure from clients (see: SAICA, 2012; Windsor and Warming-Rasmussen, 2009; Wyatt, 2004) 
could lead to auditors avoiding reporting even if contrary to the public interest. Although respondents 
did not cite specific examples of such an issue, what may be important to achieve pragmatic 
legitimacy is the absence of negative experiences rather than ‘the presence of positive 
achievements’ (Georgiou and Jack, 2011, p. 321). Favouring broad reporting was thus seen as a 
type of preventative measure to safeguard effective whistle-blowing, reinforcing respondents’ notions 
of a policy in line with broader interests of diverse stakeholder groups (E17; U12). 
Complementing this is the partial deferral of the whistle-blowing decision to the IRBA. Several users, 
suggested that the move to couch the whistle-blowing duty in legislation, rather than as a 
professional requirement, becomes an important means of entrenching the notion of adopting 
constituents’ standards as one’s own (Suchman, 1995) by recognising the limitations of a self 
regulatory approach post Enron et al (E4, E8, E17) As summarised by Expert 3:  
‘The whole concept of self-regulation I never quite understood because you end up with a situation 
where people just get together and form these rules which they can easily amend now and again 
when they feel like it. I don't think that that is necessarily the right answer. I think we need to strike 
a balance between self-regulation and demonstrating a commitment to users of the audit reports. 
On top of that, I think it's nice to have a separate body which we report [RIs] to  because when you 
get difficult questions that you need to answer, you need somebody who is independent - who is 
going to be out of the situation -  making a decision. So for that reason, I think it is good that we 
have an independent body’ (E3).  
‘That not only assists with resolving technical difficulties with regards to s45 [of the APA] and with 
ensuring that conclusions are both in line with the legislation and not affected by relationships 
between the auditor and the client, it also shows users that we have been listening. After Enron and 
everything else that has been going on, people want auditors to be more regulated and to defer 
some of the difficult decisions to an independent regulator. By following these requirements, we are 
demonstrating that we don’t just put our heads in the sand and hope people with think better of 
audit in the future. We now have the IRBA, which is much more independent of the profession than 
the PAAB was, that is involved in deciding what issues auditors have reported get escalated to the 
relevant people’ (E17).   
As put by Suchman (1995, p. 578), ‘the surest indicator of ongoing commitment to constituents’ well-
being is the organization’s willingness to relinquish some measure of authority to the affected 
audience’. In this case, authority under a traditional self-regulatory approach (Odendaal and De 
Jager, 2008) is relinquished to regulation under the banner of the independent IRBA. As explained 
by several experts, this move towards more arms-length regulation becomes an important means of 
reassuring users that the audit profession is cognisant of the concerns raised about self-regulation 
(for examples, see Bazerman and Moore, 2011; Pesqueux, 2005; Mosso, 2003; Zeff, 2003b).  By 
complying with s45 of the APA experts, in general, argued that this subtly signalled the continuing 
commitment to secure the confidence of stakeholders, including clients (see also: Nel, 2001; 
Unerman and O'Dwyer, 2004).  In other words, by adopting a type of conformist strategy (Suchman, 
1995; Meyer and Rowan, 1977), whereby auditors are seen to comply with the RI provisions - 
regarded by constituents as a means of enhancing the financial reporting process (U12; E6) -  a 
sense of legitimacy results.  
To elaborate, Experts 5 and 8 explained that compliance with legislation has the potential to damage 
client relations to the detriment of the respective engagement’s profitability. On the one hand, fines 
and imprisonment are possible reasons for not disregarding the duties enshrined in s45 of the APA. 
On the other hand, the opaqueness of the audit process (Power, 1994) suggests that, theoretically, it 
would be possible for auditors to simply ignore their reporting duty and avoid material sanctions by 
virtue of a low detection risk (E1; U8). In this context, when asked why auditors comply with the RI 
provisions experts often highlighted the importance of maintaining expectations. As explained by 
Expert 3 and 7: 
‘I think you need to have the reporting requirement because the market clearly wanted to have 
something in place’ (E 3) and ‘at the end of the day, [when talking about blowing the whistle] that is 
the purpose of the auditor...shareholders are looking to you to play a certain role’ (E7).  
Responding to the question of whether or not informed users would think less of auditors in the 
absence of the RI provisions, User 2, for example, stated: ‘definitely- because of the expectation that 
people have of the auditor as a watchdog!’ Accordingly, references by experts to maintaining 
professional standards (E4; E5; E10); the good name of the profession (E4; E7); the image of the 
firm (E5; E9), and the trust of shareholders (E5; E8: E12) highlights an awareness of the importance 
of auditor legitimacy. Although the auditor may be able to disregard the reporting duty with 
sufficiently low probability of being sanctioned by the IRBA (E5; E11; U1; U7), conformance with the 
expectation that the auditor ‘is a watchdog’ allows the auditor to internalisation pragmatic legitimacy 
associated with the RI provisions.  This is extremely valuable if audit may be regarded as a ‘grudge 
purchase’ (U2) and with users unable to directly observe the audit process (see also: Meyer and 
Rowan, 1977; Power, 1994; Power, 1995). As summarised by User 1 and 13:  
‘I don’t think that [auditors] would wilfully....[circumvent their reporting duty]. I don’t think that that 
occurs to them. The IRBA would never know but there is a general risk from outsiders’ (U1). ‘They 
have a piece of legislation that tells them what society expects and they seem to be aware of the 
importance, as professionals in whom we place our confidence, of meeting these expectations; of 
conforming with society’s regulations and, hence, its desires’ (U13).   
Elaborating on this User 3 and Expert 16 felt that:  
‘If [the failure to comply with the whistle-blowing duty] gets out, that auditor is finished’ (E3). ‘Yes, 
they might get sued by someone but whether that happens or not, he did not live up to expectations 
and he has zero chance of being trusted. That auditor has lost all credibility. He has zero standing 
because he has ignored the duty he owes to people other than himself’ (E16).  
As explained by Carrington (2010), the IFAC (2006) and Edwards (2001), professional appearance 
and behaviour are at the heart of the audit process. The RI provisions are interconnected with this. 
Conformance with the reporting duty is a means of meeting users’ expectations; of signalling 
professional behaviour, trustworthiness and value-adding conduct; and hence adding to perceptions 
of pragmatic legitimacy.   
Respondents, therefore, confirm the findings of Suchman (1995:587): to achieve pragmatic 
legitimacy the perceived needs of constituencies need to be met. Mandated whistle-blowing - initially 
under s20(5) of the PAAA (1951) – addressed the general expectation that auditors ought to divulge 
more than just in terms of the formal audit report (consider: Nel, 2001; European Commission, 2010; 
Manuel, 2002; IAASB, 2012). Continuation of this reporting duty under the APA (2005) is consistent 
with the current trends pointing to the value of additional reporting by auditors (see, for example, 
KPMG, 2010; European Commission, 2010a; European Commission, 2010; Deloitte, 2010) and 
whistle-blowing in general (see Seifert et al, 2010; Vinten, 2003; PwC, 2011b).  
4.2: Whistle-blowing giving rise to moral legitimacy  
There may be more to whistle-blowing by external auditors than simply material benefits for 
constituents. Users, in particular, point to the possibility of whistle-blowing being ‘the right thing to do’ 
(U2). Concurrently, the RI provisions were associated with audit being akin to ‘a watchdog that is 
meant to bring transgressions into the open’ (User 3).  A sense of moral duty and societal 
awareness are interconnected with this (see also Hwang et al, 2008; Vinten, 2000). User 2 
elaborates: 
I think whistle-blowing is very important...Generally, any responsible citizen has got a duty to flag 
something that they think is wrong...and if you don’t have that in society, then morally, things begin 
to degenerate. [That means that] any person in a company set-up has got a moral duty to report 
[irregularities]’ (U2).  
Despite the fact that the RI provisions may lead to otherwise administrative issues being 
reported (Wielligh, 2006; IRBA, 2006) this general sense of moral duty continues to hold:  
 ‘We certainly see more RIs...and one reason is that people never used to see the reports if the 
client had corrected the issue whereas now, even if it has been corrected, there is still an obligation 
to report. And I don’t think that that is bad. I think that people have a right to know what is going on 
and to make their own minds up’ (U3).  
In line with codes on corporate governance (see King-III, 2009; Solomon, 2010) whistle-blowing 
becomes inextricably part of the ethical culture of an organisation and type of moral imperative 
in the name of the transparency (U9; U6). Ultimately, by blowing the whistle, s45 of the APA 
becomes an act perceived to be in the public interest by virtually all users and experts (see also: 
Nel, 2001). For example, several users suggested that the legitimacy-potential of the reporting 
duty may be attributed to assessment of the benefits of prior whistle-blowing. Past scandals, whether 
in South Africa or abroad, were offered as examples of the future prospects of enhancing 
transparency for the greater social good (U2; U5; U13). 
 
Adding to this sense of whistle-blowing as the ‘right thing to do’ is procedural rigour, particularly the 
fact that the reporting duty is enshrined in statue. Suchman’s (1995) argues that rational legal 
systems may confer a sense of authority and possibly general acceptance of an organisation (see 
also Meyer and Rowan, 1977; Molm, 1986; Goldhamer and Shils, 1939; Georgiou and Jack, 2011). 
These legal requirements effectively constitute rational, generally accepted methodologies or 
prescriptions resulting from due process that ‘back’ the respective policy (Suchman, 1995; Meyer 
and Rowan, 1977; Power, 2003). In other words, the procedures or techniques used to attain 
legitimacy ought to be legitimate in their own right (see also: Power, 2003), something especially 
important given the subjectivity inherent in ‘clearly defining outcome measures’ in the context of 
whistle-blowing (consider: Staub, 1978; Hwang et al, 2008; Miceli and Near, 1984; Suchman, 1995, 
p. 580). The RI provisions may, therefore, confer auditors with a measure of legitimacy not only by 
virtue of aligning audit with acts of whistle-blowing perceived as morally and socially appropriate 
(U2; U12). The statutory requirement to blow the whistle may partially confer legitimacy precisely 
because it has been formalised in statue (E1; E5; E15).  
Users, for instance, reported that the fact that the reporting duty was a legal, rather than simply a 
professional one, enhanced its perceived utility. Whistle-blowing requirements were described as 
‘crystallised’ (U1) and not subject the changing whims of the profession (E3; E7; E16) which almost 
all users felt reinforced notions of moral propitiatory. Similarly, the need to send formal reports to the 
IRBA, coupled with ‘layers of independence’ (E6) in terms of which final decisions to escalate reports 
rest with the regulator rather than the auditor, demonstrated ‘procedural rigour’ and ‘objectivity’ (E17; 
U7; U10; U11). As theorised by Suchman (1995), users reported that clearly defined legal protocols 
enhanced the perceived value of the reporting duty (influential and exchange legitimacy) as well as 
the conviction that, on average the reporting duty is consistent with various stakeholder interests. 
For users, complementing the specific reporting procedures is the fact that the auditor is ‘perfectly 
placed’ to discharge those duties (U2). The technical expertise of the audit firm, coupled with its 
commitment to ethical standards and professional duty (E1; E2; E8; E9), reinforces the practical 
ability of the auditor to blow the whistle on the client when required by the legislation (E3; U2). In the 
absence of this practical ability, it would be doubtful that sustained consequential and pragmatic 
legitimacy could result. Just as Suchman (1995, p. 581), asks: does the manufacturing concern have 
a quality control department to support the claim to structural legitimacy, the fact that the auditor has 
the necessary resources at his disposal, including access to the client, has a similar effect.  
 
 
For instance, stakeholders   
‘can believe in the consequential effects of whistle-blowing, because it is conceivable that the 
auditor can comply with the reporting duty allowing the act of reporting transgressions to afford a 
sense of legitimacy’ (U13).   
Brand awareness, risk of litigation, a sense of professional commitment and internally held values 
and beliefs complement this. Per Palmrose (1988; 1997), Carrington (2010) and DeAngelo (1981a; 
1981b; 1988), each ‘element’ forms an integral part of the audit quality framework and, in the context 
of structural legitimacy, reassures users of the practicality of the auditor’s reporting duty and 
propensity for whistle-blowing. This is particularly important for securing trust in the ‘black box’ 
(Power, 1994) that is the audit process. User 1 and 3 explain:  
So how do we know if the auditor finds a RI he really reports it and doesn’t just ignore it? I don’t 
think that that is very likely because of the very nature of auditing. The auditor would, in effect, be 
putting his personal position at risk...not only because of the financial consequences but the clear 
reputational and professional consequences as well. So the stakes are too high and this is not just 
about the money or possibly going to jail. The stakes are high because [the consequences of not 
reporting] are so personal and so inconsistent with the very nature of the audit firms’ (U1). In other 
words, ‘the ramifications are so severe...that I don’t think we need to be worried [about the 
auditor]...sweeping [irregularities] under the carpet’ (U3).    
Experts have similar convictions:  
‘From a practical point of view, we are well placed. We have the integrity and the resources and the 
reporting duty ties in with what we do as part of an audit anyway’ (E8) and ‘at the end of the day, 
we have a professional and moral obligation to tackle irregularities appropriately as part of the 
professional standards, our commitment to the brand, and for yourself, as a professional 
accountant’ (E5). ‘You don’t just study seven years and work your arse off to become a partner at a 
respectable audit firm to just forget about these duties’ (E7).  
In this way, procedural, structural and consequential legitimacy are interconnected (Suchman, 
1995). That the South African auditor’s duty to report is enshrined in law; that the auditor is 
practically capable of discharging the duty; that there are ramifications for not complying; and that 
users feel that the reporting requirement is the ‘right thing to do’ (U3), leads to the conclusion by 
most users that the RI provisions result in a socially desirable output. Per User 2 and Expert 1: 
 ‘while s45 of the APA does not change audit on the ground, it is definitely in the public interest. 
Whenever you bring in an additional requirement to report companies to keep them honest....that is 
certainly in the public interest; it is certainly the moral thing to do; and it is definitely an important 
means of conferring legitimacy on the audit profession’ (User 2) .  
‘In a way, s45 of the APA gives users a sense of comfort and formalises a willingness by the 
profession to blow the whistle’ (E1).  ‘It is a demonstrable commitment to meeting market 
expectations and the expectations of users that, when an irregularity is found, there is at least a 
formal process for brining this into the public domain’ (E13). ‘So, in conclusion, I think that it 
[complying with s45 of the APA] is the right thing to do and does offer the audit profession a sense 
of moral standing or legitimacy - definitely’ (E8). 
In essence, what the prior literature on whistle-blowing (Hwang et al, 2008; Reckers-Sauciuc and 
Lowe, 2010), the financial press (PwC, 2011b; KPMG, 2011; ICSA, 2011) and the comments of 
several respondents highlight is the conviction that whistle-blowing is pro-social in nature (Staub, 
1978), morally and socially justifiable (U12; E16) and, ultimately, ‘the right thing to do’ (U2). The RI 
provisions may be an extension of this, capitalising on the moral ‘acceptability’ of whistle-blowing 
and expanding it into the auditor’s domain. As argued by both Suchman (1995) and Meyer and 
Rowan (1977), laws and public opinion make it desirable for auditors to incorporate the whistle-
blowing duty, gaining moral legitimacy in the process.  
What should also be noted is that the same outcome that is being perceived as morally legitimate 
was also, as discussed in Section 4.1, associated with being in the self-interest of different 
constituencies, and thus a source of pragmatic legitimacy. This is not a contradiction. In a complex 
social setting both forms of legitimacy often coexist (Suchman, 1995; O'Dwyer et al, 2011; Georgiou 
and Jack, 2011). A key difference, however, is that moral legitimacy does not depend on the 
perceived self-interest or utility of whistle-blowing but is rather a product of social and cultural 
evaluations’ leading to a favourable, but still normative, view of whistle-blowing, under s45 of the 
APA (see, for example, Suchman, 1995).  
 
4.3: On the road to cognitive legitimacy  
Virtually all respondents accepted the act of reporting transgressions as a natural part of the South 
African corporate governance landscape. Analogously, the financial press points to the ‘taken-for-
granted’ or automatically accepted need for whistle-blowing as a means for enhancing transparency 
and combating corruption (see, for example, PwC, 2011b; PwC, 2011a; Crotty, 2007; Mboyisa, 
2009; Vecchiatto, 2011). While blowing the whistle on a client under the RI provisions may not be 
the primary objective of an audit (IRBA, 2006; PwC, 2006), the reporting duty may be placed at the 
intersection between the taken-for-granted acceptance of both the existence of audit and whistle-
blowing in general allowing each to re-enforce the other. As argued by Suchman (1995, p. 582) if the 
role of an organisation can be ‘meshed’ with a larger belief system or accepted reality of an 
audiences daily life, legitimacy rooted in comprehensibility may result.   
This view also implies that daily experiences can be used by analogy to afford support to a given 
function. Interestingly, and as discussed above, several respondents likened audit and the RI 
provisions with a ‘watchdog’. The act of blowing the whistle on a client’s transgressions was 
perceived as a mechanism for sounding the alarm, brining more into the open than the traditional 
audit report and was cited as a possible source of pragmatic and moral legitimacy. The analogy 
between audit and the ‘watchdog’, however, reinforces notions of growing cognitive legitimacy.  
A comparable outcome was achieved by Robert Noyce, founder of Intel, who was able to draw 
analogies between paper clips – a common office consumable – and the utility of then theorised 
microprocessor which would have enormous potential despite its small size (Rogers and Larsen, 
1984 cited in Suchman, 1995, p. 582). From the perspective of external audit, the auditor was 
originally able to garner public trust by drawing parallels between the practitioner and the Victorian 
ideals of the ‘gentleman’ who was above working for a wage and acted appropriately, (McMillan, 
2004; Edwards, 2001). When it then comes to auditors reporting under s45 of the APA, the duty is 
juxtaposed with a ‘watchdog’, a readily comprehensible part of daily life, and with whistle-blowing 
which is increasingly accepted as ‘natural’ part of the corporate governance machinery (see PwC, 
2009a; PwC, 2009b; PwC, 2011b; Solomon, 2009; Solomon, 2010; King-III, 2009). In other words, a 
sense of innate comprehensibility complements the mutual reinforcing ‘taken-for-granted-ness’ of 
audit and whistle-blowing  (see also: Suchman, 1995; Llewelyn, 2003). This viewpoint is captured by 
the response of Expert 17 when invited to participate in the research:  
‘why do you want to talk about s45 of the APA and whistle-blowing? Surely that stuff is obvious? 
The auditor has the duty to report RIs to the IRBA – its part and parcel of what the auditor does. It’s 
both a logical and inevitable part of corporate governance in South Africa. Whistle-blowing is to 
corporate governance what debits and credits are to accountancy’ (E17). 
A less abstract view of cognitive legitimacy comes from the institutionalists who argue that 
‘comprehensibility’ and ‘taken for grantedness’ can be achieved through mimetic isomorphism 
(DiMaggio and Powell, 1983; Meyer and Rowan, 1977; Fogarty, 1992; Rodrigues and Craig, 2007). 
In this context, requiring the auditor to blow the whistle on client transgressions conforms with 
growing international trends championing reporting to third parties (U4; U8; Epps and Guthrie, 2010; 
Nel, 2001; PwC, 2011b). For example, France, Malaysia, the USA and UK have legislation that 
addresses whistle-blowing (Nel, 2001; Brennan and Kelly, 2007; Riotto, 2008) while the European 
Community is currently exploring the possibility of broadening the scope of the auditor’s reporting 
duty and currently requires auditors to report certain transgressions, mainly in a financial services 
setting (European Commission, 2010; European Commission, 2010a; CESR, 2007). In addition, that 
the auditor’s reporting duty is enshrined in statue signals a move towards a more arms-length 
approach to auditor regulation (Nel, 2001) that may also be part of securing legitimacy through a 
process of mimetic isomorphism.  
As discussed in Section 2, corporate scandals have shaken the confidence vested in the audit 
profession and its self-regulatory systems.  Compliance with the RI provisions by audit firms may 
be part of the process of conforming to societal ideals or norms which, increasingly, appear to 
favour external regulation over the traditional self-regulatory approach (see, for example, Konar 
et al, 2003; Nel, 2001; Bazerman and Moore, 2011; Sy and Tinker, 2008). For example, Expert 
3, discussing the use of more arms-length regulation for the audit profession, felt that: 
‘we need to strike a balance between self regulation and legal requirements. You can’t cater for 
everyone but I don’t think that it would have been wise to just continue the way we were with 
regulations coming only from within the profession’ (E3). 
Similarly, Expert 7 maintained that:  
‘with the increased fraud, and Enron and everything else that was happening, it was necessary to 
change. To an extent, this was a response to changes overseas but it was also about addressing 
shareholders’ concerns and reassuring them that when [RIs are detected] they get reported’ (E7).  
In this light, the ‘whole Enron-SOX mess definitely had ripple effects for South Africa’ (U1) with the 
result that it would have been ‘unwise’ (U4) for the South African government to fail to consider 
regulatory developments abroad for fear of being perceived as ineffective and ill-responsive (U1; 
U4). This is not because the RI provisions resulted in a paradigm shift in the way audits are 
executed (E5; E8) but because they signal a reaction to emerging challenges from abroad that may 
have begun to undermine the effectiveness of the self-regulatory ethos as the traditional source of 
auditor legitimacy (see also: Edwards, 2001; Zeff, 2003a; Mosso, 2003). Based on DiMaggio and 
Powell’s (1983) model of mimetic isomorphism, replicating, at least in part, the move to more arms-
length regulation taking hold in developed economies (see: European Commission, 2010; European 
Commission, 2010a; Bazerman and Moore, 2011; Canada et al, 2008; Unerman and O'Dwyer, 
2004), becomes a powerful means of securing the legitimacy of the South African audit profession.  
As summarised by Konar et al (2003, p. 28), when it comes to the legitimacy of the South African 
capital market system, including the audit process, ‘it is important that South Africa be seen to 
be in step with international developments regarding corporate governance’(Konar et al, 2003, 
p. 28). Through achieving a sense of parity with developments in other jurisdictions, s45 of the APA 
appears to conjure up confidence rooted in the fact that South Africa has not simply maintained a 
self-regulatory status quo while, internationally, external regulation is championed (for examples see: 
Bazerman and Moore, 2011; Gavious, 2007; Sy and Tinker, 2008; Konar et al, 2003). As a result, 
almost all users pointed to the fact that formalising the duty to blow the whistle when MIs were 
replaced with RIs; broadening the reporting duties; clarifying that the RI provisions are under official 
control of an independent regulator; and reminding constituents of the existence of this legal duty 
capitalises on a sense of mimetic isomorphism that fortifies the sense of comprehensibility and 
generally accepted ‘correctness’ of the auditor’s duties (U7). 
Complementing this is the fact that RI provisions have been indirectly endorsed by external 
assessment criteria. User 2 and Expert 8 and 9, for example, defended the ‘appropriateness’ 
and ‘plausibility’ of the reporting duty on the grounds that South Africa’s audit and accounting 
practices have been independently ranked first on the international stage (IRBA, 2010). These 
‘ceremonial’ tokens of worth enhance the compressibility of an act or organisation and reinforce 
their presumed appropriateness. They confirm that the act in question is based on the latest 
thinking or is a revered ‘first of its kind, adding to perceived credibility (Meyer and Rowan, 1977, 
pp. 350-351).  
At first blush, this argument appears abstract. Isomorphism, formalisation of the whistle-blowing 
process and its control by an independent regulator are relatively subtle means of achieving 
legitimacy for the audit profession. Unlike a direct link between audit and  utility for constituents 
or between audit and the morally (and normative) sound action of blowing the whistle the 
preceding techniques appeal more to a sense of common knowledge, taken for granted ‘truths’ 
and the belief in formalised processes (consider: Suchman, 1995; Meyer and Rowan, 1977; 
Power, 1994; Humphrey and Moizer, 1990; Pentland, 2000). Paradoxically, the very power of 
cognitive legitimacy is that it is rooted in the abstract (Suchman, 1995, p. 596) 
 
 
 
 
5: Conclusion 
This paper has examined South Africa’s RI provisions as an example of regulation aimed 
directly at the audit profession, from an institutional perspective. Unlike prior studies that have 
made inferences about the relationship between audit practice, quality and regulation based on 
quantitative analysis of archival data or ‘surrogates’, detailed interviews are used to shed light 
on how external regulation contributes to the legitimacy of audit practice in a real-world setting. 
The research has argued that perceived gains in transparency and conceptions of a whistle-
blowing duty being in the public interest are important sources of pragmatic and moral 
legitimacy. This is complemented by the fact that auditors are privy to the inner workings of their 
client, in possession of the necessary technical and professional skills, and subject to a formal 
reporting requirement that defines when and how to blow the whistle.  
Concurrently, the RI provisions mark an increasing move away from the self-regulatory 
paradigm which, in the aftermath of numerous corporate scandals, may be suffering from an 
impaired legitimisation potential. Requiring the auditor to report transgressions signals a move 
towards more external regulation as a means of preserving trust in the audit process. More 
specifically, the RI provisions may be part of the response to regulatory developments abroad. 
With South Africa’s major trade partners and providers of capital appearing to favour external 
regulation (Konar et al, 2003; Manuel, 2002), s45 of the APA serves as an example of 
isomorphism aimed at ensuring legitimacy.  
These results ultimately confirm the findings of Power (2003; 1994) - that audit is a social 
construct and that, paradoxically, is both able to confer legitimacy on organisations yet, depends 
heavily on legitimacy in its own right in order to do so. Accordingly, external regulation is not 
only about improving audit quality, as much of the prior literature suggests. By appealing to 
notions of pragmatic, moral and cognitive legitimacy it is an important means of securing belief 
in the auditors’  ‘rituals’ of verification (Pentland, 2000), something particularly important given 
that the only ‘element’ of audit capable of direct observation is a single sheet of paper 
expressing an opinion on a set of financial statements.  
 
 
In reaching this conclusion, it is important to note that this research is not without limitations. A 
single case study focusing on a particular point in time is used to illuminate the relationship 
between external regulation and processes of legitimisation. Additional research testing the 
application of legitimacy theory in this manner, but in other jurisdictions is, therefore, needed.  In 
addition, the paper lacks a critical bite and assumes that claims to legitimacy are bona fide. 
Suchman (1995, p. 579), however, warns that ‘organisations often put forth self-serving claims 
of moral proprietary and buttress these claims with hollow symbolic gestures’. Similarly, Power 
(1994) and Unerman and O’Dwyer (2004) argue that seldom are regulatory developments 
untainted by various agendas. For example: governments, having a vested interest in the 
functioning of capital markets, and thus external audit, may use external regulation a means to 
superficially legitimise audit. As a result, future research may adopt a more critical stance 
enquiring if South Africa’s RI provisions – and other auditor regulation, like SOX – are part of a 
symbolic or ceremonial process used simply to perpetuate belief in the audit function while 
difficulties facing the profession are decoupled from the illusion of active reform improving audit 
quality and credibility of capital markets.   
 
Appendix 1: List of Respondents 
 
# Type Job title or descriptionvii 
1 Expert 1 Audit Partner 
2 Expert 2 Audit Partner 
3 Expert 3 Audit Partner 
4 Expert 4 Audit Partner 
5 Expert 5 Audit Partner 
6 Expert 6 Audit Partner 
7 Expert 7 Audit Partner 
8 Expert 8 Audit Partner 
9 Expert 9 Audit Partner 
10 Expert 10 Audit Partner 
11 Expert 11 Audit Partner 
12 Expert 12 Audit Partner 
13 Expert 13 Audit Partner 
14 Expert 14 Audit Partner 
15 Expert 15 Audit Partner 
16 Expert 16 (R101) Audit standards, compliance, internal reviewer or external 
reviewer 
17 Expert 17 (R101) Audit standards, compliance, internal reviewer or external 
reviewer 
18 User 1 Audit standards, compliance, internal reviewer or external 
reviewer 
19 User  2 Audit committee member  
20 User 3 Audit standards, compliance, internal reviewer or external 
reviewer 
21 User 4 Audit committee Member/Investor 
22 User 5 Audit Committee Member 
23 User 6 Audit standards, compliance, internal reviewer or external 
reviewer 
24 User 7 Audit standards, compliance, internal reviewer or external 
reviewer 
25 User 8 Audit Committee Member 
26 User 9 Institutional investor 
27 User 10 Institutional Investor 
28 User 11 Institutional Investor 
29 User 12   Audit standards, compliance, internal reviewer or external 
reviewer 
30 User 13 (R101) Audit standards, compliance, internal reviewer or external 
reviewer 
 
                                                   
Notes 
 
i
 Non standard abbreviations include: the Auditing Profession Act No. 26 of 2005 (APA); Public 
Accountants’ and Auditors’ Board (PAAB); Independent Regulatory Board for Auditors (IRBA), 
International Auditing and Assurance Standards Board (IAASB); International Financial Reporting 
Standards (IFRS); International Standards on Auditing (ISA); Reportable Irregularities (RI); South African 
Institute of Chartered Accountants (SAICA) 
 
ii
 There is a considerable body of work examining the effect of arms-length regulation on audit practice. 
This research, however, tends to rely on inferential testing often based on audit quality surrogates to 
reach conclusions on the effects of regulations, like SOX, on audit practice. For example, examining the 
effect of PCAOB inspections, Carcello et al (2011) consider changes in firms’ abnormal accrual balances 
while DeFond and Lennox (2011) examine how these quality inspections impact the propensity to modify 
audit reports on the basis of concerns about the going concern assumption. Similarly, Vakkur et al (2010) 
and Bronson et al (2011) rely on archival data to argue that SOX may have had unintended 
consequences.  
 
iii
 The objective on an audit, according to the IAASB (2009a: 3), is to obtain ‘reasonable assurance about 
whether [an audit client’s] financial statements, as a whole, are free from material misstatement, whether 
due to fraud or error, thereby enabling the auditor to express an opinion on whether the financial 
statements are prepared, in all material respects, in accordance with the applicable financial reporting 
framework and to report on the financial statements, and communicate as required by [International 
Standards on Auditing] ISAs in accordance with the auditor’s findings’.  
 
                                                                                                                                                                    
iv
 For example, suspicion has been raised that the ‘independence’, ‘integrity’, ‘professional competency’ 
and ‘due care’ amount to a ‘professional mystique’ that is used  to further the economic interests of 
members of the profession with little regard for the public interest (for examples, see Cagnin et al, 2011; 
Pesqueux, 2005, Humphrey et al, 1992). This line of thought, while interesting, is deferred for subsequent 
research to allow this paper to make an initial clear case for the relevance of legitimacy theory in a 
practical audit setting.   
 
v
 There are several definitions of whistle-blowing. Near and Miceli (1984, p. 824) define ‘whistle blowing’ 
as:  ‘the disclosure by 'organization members… of illegal, immoral or illegitimate practices under the 
control of the employer to persons or organizations who may be able to effect action’. Jubb (1999), Staub 
(1978) and Hwang et al. (2008) adopt a similar definition, stressing the importance of acting for the 
greater good, rather than primarily for self-interest. Although Near and Miceli (1984; 1995) refer 
specifically to divulgences in an employer-employee context, the substance of reporting under the APA or 
in a traditional master-servant relationship is similar.  With s45 of the APA, there is a sense of serving the 
public interest (or greater good) (Nel, 2001; van Esch et al, 2004). The auditor is entitled to no direct 
material benefit for reporting (IRBA, 2006) implying the absence of self-gain. Reporting by the auditor also 
involves the challenging of perceived authority – in this case the need to preserve the client relationship 
(consider: Windsor and Ashkanasy, 1995; Farag and Elias, 2011). Accordingly, Rotter (1966) maintains 
that even obligatory acts of reporting may be defined as ‘whistle-blowing’. What is perhaps more 
important for the purpose of this research is not whether s45 of the APA fits neatly into a formal definition 
of ‘whistle-blowing’  but rather the connotations resulting from several respondents highlighting the 
reporting duty as an act of blowing the whistle.  
 
vi
 It must be stressed that s45 of the APA would likely require an auditor to report an act of fraud to the 
IRBA if the fraud involved the client’s ‘management board’ (IRBA, 2006). The reporting duty is not, 
however, only concerned with fraud. Acts of or omissions on the part of a client’s management board 
which result in material financial loss or constitute material breaches of fiduciary duties could also be 
reportable (IRBA, 2006; PwC, 2006). What the APA does not, however, do is establish a duty for the 
auditor to detect fraud. The auditor would simply be obliged to report a fraud (meeting the definition of a 
‘reportable irregularity’ per s1 of the APA) which comes to his attention during the course of carrying out 
audit procedures in compliance with ISA. Several papers have identified this as contributing an 
‘expectation gap’ (for examples: Humphrey et al, 1992; Khalifa et al, 2007b; Humphrey, 2008). This 
research is, however, concerned with the RI provisions as a source of legitimacy. Whether or not they 
contributes to resolving or aggravates the expectation gap with respect to an auditor’s fraud-detection 
duties is not specifically within the scope of this research. 
 
vii
 Job titles and descriptions have been altered to preserve the identity of respondents. 
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